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QUESTION: (INCLUDE SCENARIO IF NEEDED FOR CLARITY):

Scenario: A client owns a LLC and is the sole proprietor of the company. The client has gross income and expenses from
her business. The client also pays herself a monthly salary of $2000 per month.

Questions;:
1) Is an employee of a LLC considered Self Employed?
2) Would the $2000 the client pays herself be Self Employment or earned income?

. REQUESTOR'S PROPOSED ANSWER:

ACIN 1-73-04 states that an employee of an incorporated business is not considered self employed, but rather and
employee of the business that is receiving earned income.

Answers:

1) An LLC is a type of unincorporated business distinct from a corporation, therefore, the client would be considered Self
Employed. ,

2) The $2000 the client pays herself and the gross income she makes from the LLC would be considered Self Employment
income. The client would also be entitled to the 40% or actual for expenses.

11.

STATE POLICY RESPONSE (CFPB USE ONLY):

1) Based on the above scenario, CDSS concurs with the county's first proposed answer.

A Limited Liability Company (LLC) is a type of unincorporated self-employment business distinct from a corporation if
client who is also an owner of the company elects it not to be treated as a corporation.

2) A monthly salary of $2000 the client pays herself will also be counted as her self-employment income because the client
does not file W-2 for the salary she receives from her business and this amount will be added to the total monthly income
she is making from the business to calculate her total monthly gross income.

Please refer to 7 CFR 273.11(a)(2)(i) for details on how to calculate monthly self-employment income of the client.
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